ABSTRACT
INTRODUCTION
ost accounting educators are familiar with the judgmental bias called anchoring and adjusting. The anchoring and adjustment bias "applies to situations in which an individual must arrive at a numerical estimate by starting from an initial value that is subsequently adjusted to arrive at the final estimated value" (Knapp & Knapp, 2012, p. 42) . As explained in the eminent Tversky and Kahneman 1974 study, it is the tendency of decision makers to be unduly influenced by an initial numerical starting value.
While accounting educators tend to be highly knowledgeable of this bias, the impact that an initial numerical starting value can have on a judgment is something that may come as a surprise to students. As accounting students develop into professional auditors, it is critical that they develop the skills needed to make highly qualified professional judgments. To formulate sound decisions they need to be aware of the information processing pitfalls that can hinder good judgment. In the KPMG Professional Judgment monograph the anchoring and adjusting bias was highlighted as one of the common judgment traps. 1 The authors of the monograph, Ranzilla, et al. (2011) , explain that the mindset behind good judgment begins to form at a young age. The authors assert that the skills and techniques to form useful judgments can be taught and improved with experience and practice. This paper describes a very concise study that shows students how easy it is for decision makers to fall into the judgmental trap of anchoring and adjusting. The goal was to have students engaged in a 'hands-on" activity in decision making and then to use the aggregated results to illustrate to students the enormous impact that anchoring and adjusting had on their judgments. Students determined ticket selling prices for two spring training games using real pricing data from the secondary ticket market. These games included: (1) Kansas City Royals versus the Texas Rangers and (2) San Francisco Giants versus the Texas Rangers. Data for this study was collected from the public posting of baseball tickets listed for sale on StubHub. StubHub is an online marketplace for the resale of event tickets and it is owned by EBay. The games were played at Surprise Stadium in Arizona. The stadium is located in the city of Surprise, Arizona, which is suburb of Phoenix situated about 45 minutes northwest of downtown Phoenix. Surprise Stadium was built in 2002 on the former site of a World War II pilot training field and it cost $48.3 million to build. The stadium is home to the Texas Rangers baseball team. Fifteen Major League Baseball (MLB) teams play their spring training games in the "Cactus League." 2 The stadium was built to be family-friendly and even boasts a free merry-go-round carousel for kids.
METHOD
Students were provided with a short instrument which required them to list a price for a pair of tickets to two spring training baseball games involving the Texas Rangers. While the cost of the tickets was the same for both games, in one case the game was against a team that typically draws a small crowd, the Kansas City Royals. In the other case, the game was against a team that typically attracts a large crowd, the San Francisco Giants. Historically, overall attendance at Cactus League spring training games for the San Francisco Giants at their spring training facility in Arizona averages well over ten thousand fans, whereas attendance tends to be half that amount for the Kansas City Royals.
The break-even cost of each ticket was $20. However, ticket market prices for sporting events are linked to supply and demand. Teams that have a strong fan base tend to draw large crowds, which then impact prices on the secondary ticket market. Baseball tickets tend to react like time-sensitive stock options. 3 Sellers of perishable goods, such as baseball tickets, have to sell their inventory within a fixed time horizon (Sweeting, 2012) .
The instruments given to students involved pricing tickets for three baseball games. The first section consisted of an illustration showing how to price tickets using a baseball game in which the Los Angeles Angels of Anaheim played the Texas Rangers. The next two sections asked students to price their tickets for a Kansas City Royals game and a San Francisco Giants game, respectively. Appendix A shows a copy of the instrument. What was special about the instrument was that all the data was real data. None of it was made up. 4 The seats for sale listed on the instruments included only lower dugout seats. In examining Appendix A, observe that there were some sellers asking just $15 for their tickets while other sellers were asking $35 for their seats to a Los Angeles Angels spring training game.
The key variable that was manipulated on the instruments was the break-even cost data. On the "treatment" instrument this data was clearly stated:

The tickets cost you $17 per ticket. After commission charges the "break-even" point is $20. You make money at a price above $20 per ticket.
The break-even point is $20.
On the other "control" instrument, all of the above references to break-even points and the cost of the tickets were deleted. The instrument shown in Appendix A is the "treatment" instrument. The expected hypotheses, stated in the alternative form, were as follows:
When tickets are selling at a discount, participants given break-even cost information will anchor on this information and will price their tickets higher than those without this information.
When tickets are selling at a premium, participants given break-even cost information will anchor on this information and price their tickets lower than those without this information.
The experiment was conducted at a major southwest AACSB-accredited University. The experimental forms were distributed on a random basis to 76 students in two senior-level auditing classes. 5 Students were instructed not to put their names on the paper; this was an anonymous survey. Thirty-eight students made up the control group and received the experimental package without the cost data. Another 38 students served as the treatment group with the cost data. The questionnaires were printed on white paper and looked similar. It was virtually impossible to tell the difference between the two questionnaires.
RESULTS
The average price that students formulated without cost data for the Kansas City Royals vs. Texas Rangers game was $14.99, but with cost data the mean was $18.59 (p = 0.0043), which supports hypothesis H 1 . For the San Francisco Giants vs. the Texas Rangers game, the average price that students formulated without cost data was $134.86, but with cost data the mean was $131.18 (p = 0.1870, hypothesis H 2 not supported).
In order to substantiate that the findings were robust, the experiment was repeated in another semester with M.B.A. students. In discussing the capabilities of M.B.A. students, McAnally (2013, p. 321) writes that "M.B.A. students are more mature than the average undergraduate" and that graduate students are "better able to engage in higher order thinking skills." Nineteen graduate students participated in the experiment; nine were in the treatment group and 10 were in the control group. With the M.B.A. students the average price that students formulated without cost data for the Royals vs. Rangers game was $13, but with cost data the mean was $16.60 (p = 0.0254). Consistent with their undergraduate counterparts, graduate students reported no significant differences in the mean prices for the high-priced Giants vs. Rangers game scenario.
CONCLUSION
In summary, hypothesis H 1 which dealt with a discounted price was supported. Hypothesis H 2 which dealt with a premium price was not supported. As stated by Trotman (2011, p. 205 ), experiments should not only show an effect but also explain why we get this effect. The effect found for H 1 was plainly caused by the anchoring and adjusting biases. However, the reason why no results were found for the premium game may be that accounting students tend to be more risk adverse than risk takers. In other words, when a gain was involved the students were indifferent to the numerical starting value, but when a loss was involved students were less likely to adjust downwards from the sunk cost break-even point since they wanted to avoid a loss. 6 Since the purpose of the experiment was to illustrate to students the impact of anchoring and adjusting on decision making, the outcome of the experiment was shared with the students during the next class period. Students were surprised that their classmates with cost data had selected, on average, a significantly higher price for the Kansas City Royals game.
Research continues to show that interactively engaging students has a significant impact on learning (Munro, 2011) . Having students actively engaged in formulating pricing decisions, and then showing them how their results compared to their other classmates, brought home an appreciation of how powerful the anchoring and adjusting biases can be. For accounting educators this activity provides a platform to begin the process of explaining judgmental biases in auditing. 7 The exercise can be a starting point for launching into the KPMG Professional Judgment monograph. 5 Actually 78 students participated in the experiment. However two participants, one in the treatment group and another student in the control group, provided unrealistic frivolous answers. Their responses were deleted from the data. 6 The secondary ticket market listed prices four to five times above the break-even point for the Giants/Rangers game. The high prices for this game may be another possible explanation for why H2 was not significant. Prices were so high ($107 to $155) that the "anchoring" point of $20 may have become no longer applicable to the decision making process. 7 Real-world information from the secondary ticket market is available for all sports. To make this practice case more relevant ticket prices could be obtained for local sports teams. For example, accounting educators residing in Florida could use StubHub data from Miami Heat basketball games or educators from Illinois could use data from the Chicago Blackhawk hockey games. The Clute Institute
APPENDIX A Pricing Spring Training Tickets
Do not put your name on this paper. This is an anonymous questionnaire.
In this experiment you will be asked to price tickets to sell on an internet web site. There is no right or wrong answers. You have two tickets to the following two spring training baseball games located in Surprise, Arizona (a city located in a northwest suburb of Phoenix). The games are (1) Total Number of Tickets
